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According to a Nov. 10 report by Cuban news agency PRENSA LATINA, the island economy is
currently in the process of transformation spurred by attempts to "correct" economic problems
identified during the Communist Party congress in December 1985, and attempts to enhance
integration in the socialist bloc's Council for Mutual Economic Assistance (CMEA). The overall
objectives of economic realignment are greater labor productivity, enhanced quality controls at
production sites, and improved efficiency in the investment process.
Some of the mechanisms selected for reaching these objectives are redesigning certain economic
planning concepts, bringing salaries and bonuses into line with worker productivity, and the
elimination of market economy "characteristics" and forms of individual enrichment. Cuba, Korea
and Mongolia are the three underdeveloped nations in the CMEA. According to PRENSA LATINA,
Cuba's role in CMEA of supplying socialist nations with primary products (sugar, nickel, citrus
fruits, etc.) is changing. The island is now involved in sales of alphanumeric displays, electronic
components, and sugarcane derivatives, among other industrial products to the socialist bloc.
Havana also plans to participate in the CMEA's genetric and biotechnological research efforts.
Cuban authorities have emphasized, however, that increased integration with CMEA does not
mean declining trade relations with the West. At present, western nations account for 20% of Cuban
foreign trade. PRENSA LATINA pointed out that because of liquidity problems in 1986, resultant
from factors beyond Cuban control, Havana has fallen behind on its normally timely payments to
western nation creditors. Total foreign debt is estimated at slightly more than $4 billion.
Among those factors considered responsible for the liquidity crisis are low world market sugar
prices (sugar remains the island's most important single export); severe drought during the past
three years; $1 billion in financial losses caused by Hurricane Kate; devaluation of the US dollar, and
falling oil prices. Devaluation of the dollar has caused problems in two senses. On the one hand,
purchasing power of Cuban exports has declined. On the other, foreign debt contracted in other
currencies increases apace with US dollar devaluation. According to Cuban banking sources, the
country's foreign debt increased by more than $250 million in the first half of 1986 alone. Low oil
prices have affected Cuban earnings from the re- export of Soviet crude. Cuba exports some three
million tons of oil annually.
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